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E.O.l 1652:GDS 
TAGS:EEWT, AU, UR 

SUBJECT:ECONOMIC ASPECTS OF KREISKY VISIT 
REF: (A) MOSCOW 2020, (B) VIENNA 01 104 

SUMMARY. DURING KREISKY VISIT. AUSTRIANS AND SOVIETS AG- 
REED TO INVESTIGATE POSSIBILITIES FOR INCREASING AUSTRIAN 
EXPORTS TO USSR. MAJOR AUSTRIAN HANDICAP IS LACK OF PRICE 
COMPETITIVENESS. IN PROTOCOL SIGNED DURING VISIT. SOVIETS 
PROMISED TO GIVE CAREFUL CONSIDERATION TO LIST OF AUSTRIAN 
PROPOSALS. ONGOING NEGOTIATIONS WHERE AUSTRIAN COMMERCIAL 
COUNSELOR FEELS AUSTRIAN FIRMS HAVE GOOD CHANCE TO WIN 
CONTRACT ARE PASSENGER BOATS FOR SOVIET RIVER FLEET, PLANT 
FOR PRODUCTION OF SEAMLESS TUBES FOR CHEMICAL INDUSTRY, 

CARDBOARD MILL AND PULP AND PAPER MILL. POSSIBLE AREAS FOR 
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NEW COOPERATION ARE DIESEL ENGINES, CONSTRUCTION OF 
ATOMIC POWER STATIONS AND MACHINE TOOLS. AUSTRIANS 
APPEAR TO HOPE THAT KREISKY VISIT HAS GIVEN IMPULSE TO 
FAVORABLE SOVIET CONSIDERATION OF AUSTRIAN FIRMS WHERE 
OTHER COMPETITIVE FACTORS ARE NEARLY EQUAL, WITHOUT REQUIR- 
ING COMPLETE EQUALITY. THIS WOULD HELP THEM SOMEWHAT TO 
OVERCOME HANDICAP OF SELLING AT HIGHER PRICES THAN MAJOR 
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COMPETITORS. END SUMMARY. 

1 . ON FEBRUARY 22 EMBASSY OFFICER CALLED AUSTRIAN COMMER- 
CIAL COUNSELOR DR. GEORG CANISIUS TO DISCUSS ECONOMIC 
ASPECTS OF AUSTRIAN CHANCELLOR KREISKY'S FEBRUARY 6-8 
VISIT TO MOSCOW. AS REPORTED REF A, THE MAJOR AUSTRIAN 
CONCERN WAS TO FIND WAY IN WHICH TO IMPROVE THE AUSTRIAN 
BALANCE-OF-TRADE WITH THE USSR. WHICH IS PRESENTLY IN 

SUBSTANTIAL DEFICIT. THE MAJOR AND MOST CONCRETE DIS- 
CUSSIONS ON THIS SUBJECT OCCURRED IN THE FIRST MORNING 
MEETING WITH KOSYGIN. THE AUSTRIANS WERE TOLD THAT THEY 
HAD LOST CONTRACTS WORTH 100 MILLION RUBLES IN 1977 BECAUSE 
THEY WERE NOT PRICE COMPETITIVE. 

2. CANISIUS ADDED THAT HE THOUGHT THIS ESTIMATE WAS 
ACCURATE. HE ACKNOWLEDGED THAT FOR THE MOST PART AUSTRIAN 
FIRMS CANNOT MEET THE LOW PRICES OFFERED TO THE SOVIETS BY 
THEIR MAJOR COMPETITORS, ALTHOUGH AUSTRIAN FINANCING IS 
COMPETITIVE. AS EXAMPLE HE SAID THAT ONE AUSTRIAN FIRM HAD 
LOST A CONTRACT ON A NEWSPRINT MILL TO THE FINNS BECAUSE, 
HAVING ALREADY DELIVERED SIIILAR MACHINERY TO THE SOVIET 
UNION, AUSTRIAN FIRM HAD RESISTED SOVIET EFFORTS TO BARGAIN 
DOWN PRICE. 

3. DURING KREISKY VISIT, AUSTRIANS AND SOVIETS HAD SIGNED 
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A PROTOCOL WHEREBY SOVIETS PROMISED TO LOOK VERY CAREFULLY 
AT LONG LIST OF MACHINERY AND EQUIPMENT PROPOSALS BY 
AUSTRIAN FIRMS. MOST OF THESE SALES HAVE ALREADY BEEN 
SUBJECT OF NEGOTIATIONS AND CANISIUS THOUGHT THAT MOST OF 
THEM WERE READY FOR SIGNING. INCLUDED IN THE LIST WERE 
PASSENGER BOATS FOR THE SOVIET RIVER FLEET, A PLANT FOR THE 
PRODUCTION OF SEAMLESS TUBES FOR THE CHEMICAL INDUSTRY (A 
VOEST-ALBINA OFFER), A CARDBOARD MILL AND A PULP AND PAPER 
MILL (VOIGHT). 

4. DURING VISIT SOVIETS AND AUSTRIANS ALSO DISCUSSED A 
NUMBER OF SOVIET PROJECTS IN WHICH SOVIETS CONSIDERED 
AUSTRIAN FIRMS MIGHT BE INTERESTED. CANISIUS GAVE FOLLOWING 
RUNDOWN OF MAJOR PROJECTS ON WHICH THERE WILL BE FURTHER 
DISCUSSION. ALTHOUGH THE SOVIETS HAD PROPOSED COOPERATION 
IN THE PRODUCTION OF HEAVY OFF-HIGHWAY HAULERS (150-200 
TONS), AUSTRIANS HAD HAD TO TURN THIS DOWN SINCE THE SIZE 

OF VEHICLES DESIRED BY THE SOVIETS WENT WELL BEYOND AUSTR- 
IAN CAPABILITIES. BUT THERE WAS SOME POSSIBILITY FOR 
COOPERATION IN DEVELOPING MORE POWERFUL DIESEL ENGINES FOR 
KAMA TRUCKS. (CANISIUS MENTIONED AN INSTITUTE IN GRAZ 
HEADED BY A PROFESSOR LIST WHICH SPECIALIZED IN THIS 
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FIELD.) 

5. THERE WAS ALSO DISCUSSION OF AUSTRIAN COOPERATION IN 
THE CONSTRUCTION OF ATOMIC POWER STATIONS IN THE USSR. 
ACCORDING TO CANISIUS, THE SOVIETS FEEL THAT DESPITE THEIR 
OWN INCREASED CAPACITY IN THIS AREA, SOVIET DEMAND FOR NEW 
ATOMIC POWER STATIONS IN COMING YEARS WAS SO GREAT AS TO 
REQUIRE OUTSIDE HELP. (COMMENT: THIS IS AREA IN WHICH 
SOVIETS ARE ALSO INCREASINGLY DRAWING EAST EUROPEAN 
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"SOCIALIST" COUNTRIES INTO COOPERATION. END COMMENT) THE 
AUSTRIANS COOPERATE WITH THE WEST GERMAN FIRM KRAFTWERK- 
UNION (KWU) AND HENCE HAVE SOME CAPABILITIES IN THIS AREA. 

6. THERE IS, ACCORDING TO CANISIUS, MUTUAL SOVIET-AUSTRIAN 
INTEREST IN COOPERATING IN THE FIELD OF MACHINE TOOLS. 

SUCH COOPERATION WOULD REPORTEDLY INVOLVE THE AUSTRIAN 
FIRM HEID. NUMERICAL CONTROL ELEMENTS FROM SIEMENS AUSTRIA 
WOULD BE USED TO IMPROVE THE PERFORMANCE OF SOVIET MACHINE 
TOOLS INTENDED FOR EXPORT. 

7. IT WAS CANISIUS' FEELING THAT KREISKY’S VISIT HAD LED 

TO GREATER GOOD WILL TOWARD THE AUSTRIANS ON THE PART OF 
THE SOVIETS, AND THAT IMPULSE HAD BEEN GIVEN TO THE 
ATTEMPT TO FIND A SOLUTION TO THE DETERIORATION OF THE 
AUSTRIAN BALANCE IN ITS TRADE WITH THE USSR. HE ACKNOW- 
LEDGED THAT THE SOVIETS HAD NOT COMMITTED THEMSELVES 
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SPECIFICALLY TO INCREASE IMPORTS FROM AUSTRIA AND ADMITTED 
THAT HE SAW NO POSSIBILITY OF ACTUALLY BALANCING TRADE. 

BUT HE DID HOPE THAT THERE WOULD BE A LESSENING OF THE 
IMBALANCE. WHETHER THE LATTER OCCURS WILL DEPEND TO A 
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GREAT EXTENT ON ANY CONCRETE RESULTS COMING OUT OF FORTH- 
COMING VISIT OF DELEGATION OF AUSTRIAN FIRMS ORGANIZED BY 
AUSTRIAN CHAMBER OF COMMERCE AND HEADED BY ZALLINGER. 
CANISIUS INFORMED EMBOFF THAT THIS VISIT IS NOW PLANNED 
FOR THE END OF MARCH AND WILL INCLUDE ONLY FIRMS ALREADY 
FAMILIAR WITH THE SOVIET MARKET. 

8. COMMENT: THE AUSTRIANS CLEARLY BELIEVE THAT THE KREISKY 
VISIT AND THE SOVIET PROMISE TO GIVE FAVORABLE CONSIDER- 
ATION TO COOPERATION WITH AUSTRIAN FIRMS WILL PROVIDE 
NEEDED POLITICAL LEVERAGE TO HELP AUSTRIAN FIRMS TO OVER- 
COME SOME OF THE HANDICAP OF HIGHER PRICES. WHILE CANISIUS 
ACKNOWLEDGED THAT PRICING CONSIDERATIONS WILL REMAIN VERY 
IMPORTANT IN SOVIET DECISIONS ON CONTRACT AWARDS, HE (AND 
PRESUMABLY OTHER AUSTRIANS) APPEAR TO BELIEVE THAT POLITICS 
ALSO CAN PLAY AN IMPORTA IMPORTANT PART IN SUCH 
DECISIONS. CANISIUS CLEARLY IMPLIED THAT AUSTRIAN FIRM HAD 
LOST CONTRACT FOR NEWSPRINT MILL BECAUSE OF POLITICAL 
CONSIDERATIONS BROUGHT TO BEAR BY THE FINNS. NEVERTHELESS, 
IN OUR OPINION, AUSTRIAN FIRMS WILL OBTAIN ONLY CONTRACTS 
IN WHICH OTHER COMPETITIVE FACTORS ARE NEARLY EQUAL. 
MATLOCK 
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